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TORT  CLAIMS  DIVISION 

DEPARTMENT  OF  ADMINISTRATION 

SEMI-ANNUAL  REPORT 

FISCAL  YEAR  1991 


INTRODUCTION 


The  Tort  Claims  Division  of  the  Department  of  Administration  plans 
to  produce  a  semi-annual  and  annual  report  each  fiscal  year.  This 
is  our  first  semi-annual  report.  It  covers  the  period  from  July  1, 
1990  to  December  31,  1990.  We  hope  the  report  informs  executives, 
legislators  and  other  interested  parties  as  to  what  our  objectives 
are  and  our  progress  in  meeting  them.  We  feel  that  these  reports 
will  be  informative  and  also  serve  as  a  valuable  management  tool. 

GENERAL  INFORMATION 

Article  II,  Section  18  of  the  Montana  Constitution  eliminates  the 
state's  immunity  from  suit.  The  Tort  Claims  Division  defends  the 
state  against  tort  actions  and  provides  property  and  casualty 
insurance  protection  to  State  government.  The  division  also 
provides  risk  management  and  loss  control  services  for  state 
agencies. 

The  Tort  Claims  Act,  found  in  Title  2,  Chapter  2  (Parts  1  through 
3),  Montana  Codes  Annotated  (MCA),  authorizes  the  Department  of 
Administration  to  set  up  and  administer  a  comprehensive  insurance 
plan.  This  plan  includes  obtaining  commercial  policies  and 
providing  self  insurance  programs  for  the  state.  The  act  also 
allows  the  department  to  accumulate  and  administer  a  fund  which  is 
statutorily  appropriated  as  provided  in  17-7-502,  MCA,  for  the 
payment  of  claims.  These  responsibilities  have  been  assigned  to 
the  Tort  Claims  Division  of  the  department. 

The  solvency  of  the  self  insurance  fund  is  of  primary  concern  to 
the  division.  The  success  in  defending  lawsuits  and  resolving 
claims  has  a  direct  bearing  on  the  fund  balance.  Each  biennium  the 
division  contracts  with  an  actuarial  firm  to  evaluate  the  fund 
status  and  potential  liability. 

The  division  operates  on  a  legislatively  appropriated  proprietary 
account  with  funding  derived  from  charges  to  state  agencies  for 
insurance  services.  The  division  also  receives  revenues  from 
investment  earnings  on  the  fund.  The  division  sets  rates  for 
pioperty  and  casualty  protection  for  all  state  agencies  which  are 
legislatively  approved  in  each  department  and  agency  budget  each 
fiscal  year. 

The  Tort  Claims  Division  operates  with  11  full  time  equivalent 
employees  (FTE).  The  division  has  a  heavy  claims  and  legal 
workload.  Consequently,  it  is  not  able  to  defend  all  claims  and 
lawsuits  with  in-house  staff.  As  necessary,  and  keeping  with 
privatization  efforts,  the  division  contracts  with  private  law 
firms  and  adjusters  to  meet  workload  demands.   The  division  also 


contracts  with  the  Attorney  General's  Office,  Agency  Legal  Services 
Bureau  (ALSB) . 

MISSION  STATEMENT 

The  successful  operation  of  any  organization  requires  a  clear 
statement  of  its  mission.  The  Tort  Claims  Division  is  not  only 
aggressively  defending  lawsuits  and  resolving  claims  but  is  also 
actively  designing  a  risk  management  and  loss  control  program  for 
state  government.  The  following  mission  statement  defines  the 
objectives  of  this  division. 


MISSION  STATEMENT 

TORT  CLAIMS  DIVISION 

DEPARTMENT  OF  ADMINISTRATION 


The  mission  of  the  Tort  Claims  Division  of  the  Department  of 
Administration  is  to  protect  and  defend  the  State  of  Montana 
against  losses  stemming  from  tort  liability  and  property 
claims  brought  against  state  agencies  and  employees. 

The  philosophy  of  the  Tort  Claims  Division  is  to  investigate, 
identify  and  resolve  as  quickly  as  possible  claims  and  legal 
cases  that  have  merit.  We  prepare  the  remaining  cases  for 
summary  judgment  or  final  resolution  at  trial.  In  order  to 
accomplish  this  mission,  the  division  will  achieve  the 
following: 

1)  Administer  and  implement  the  provision  of  the  Tort  Claims 
Act  as  provided  in  Title  2,  Chapter  9  parts  1-3  of  the 
Montana  Code  Annotated  for  the  State  of  Montana. 

2)  Where  feasible,  provide  cost  effective  commercial  or  self 
insurance  protection  to  state  government  departments, 
agencies,  boards,  commissions,  universities,  and 
vocational  education  centers. 

3)  Provide  cost  effective,  quality  legal  assistance  to  state 
defendants  through  the  use  of  either  staff  counsel, 
agency  legal  services  counsel  or  contracted  counsel. 

4)  Promote  sound  risk  management  principles  and  techniques 
through  consultation  with  state  agencies  in  the 
implementation  of  a  risk  management  program. 

5)  Serve  as  a  resource  for  state  agencies  in  resolving  risk 
management  and  tort  liability  defense  issues  for  the 
protection  of  state  assets  and  resources. 


PERSONNEL 

The  Tort  Claims  Division  is  fortunate  to  have  a  staff  of  high 
quality  personnel.  The  11  FTEs  consist  of  a  division 
administrator,  an  assistant  administrator/risk  manager,  a  chief 
defense  counsel,  two  associate  counsel,  two  paralegal 
investigators,  an  accountant/claims  supervisor,  an  administrative 
secretary  and  two  administrative  assistants.  Presently,  there  is 
one  associate  counsel  position  vacant.  The  following 
organizational  chart  shows  the  staffing  structure  of  the  division. 

CHART  1 
TORT  CLAIMS  DIVISION 
Organizational  Chart 
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During  this  reporting  period  the  division  was  reorganized.  Our  new 
organizational  structure  brings  greater  emphasis  to  the 
administrative  and  risk  management  functions  of  the  division. 
Formerly  the  division  administrator  served  in  a  dual  capacity  as 
administrator/chief  defense  counsel.  The  division  has  demanding 
legal  and  administrative  responsibilities.  It  simply  was  not 
feasible  to  place  such  a  heavy  burden  on  one  individual.   What  was 


formerly  the  administrator/chief  defense  counsel  position  is  now 
two  positions.  (One  position  is  the  administrator  of  the  division. 
The  other  is  the  chief  defense  counsel.) 

The  administrator  is  now  able  to  concentrate  on  the  administration 
of  the  entire  division.  The  division  administrator  directly 
supervises  two  managerial  positions.  He  supervises  the  chief 
defense  counsel  and  the  assistant  administrator/risk  manager.  This 
structure  allows  the  administrator  to  more  effectively  manage  the 
division. 

The  administrator  is  a  professional  manager  with  an  insurance  and 
risk  management  background.  Greater  emphasis  can  now  be  placed  on 
management  and  insurance  administration.  The  legal  functions  of 
the  division  continue  to  effectively  operate. 

The  chief  defense  counsel  is  now  able  to  concentrate  on  the 
critical  legal  matters  of  the  division.  The  chief  defense  counsel 
also  directly  supervises  the  staff  attorneys  and  the  paralegal 
positions  within  the  division.  The  incumbent  manages  the  heavy 
legal  caseload  of  the  division,  defends  cases,  and  manages  outside 
legal  counsel. 

The  staff  attorneys  are  assigned  their  own  caseload.  They  take 
cases  from  start  to  finish.  They  prepare  cases  and  as  necessary 
defend  them  in  court.  They  provide  legal  counsel  to  state  agencies 
and  perform  a  very  important  function. 

The  two  paralegal  positions  perform  extensive  research, 
investigation  and  analysis  of  cases  to  support  the  office 
attorneys.  They  are  critical  positions  which  provide  essential 
information  on  assigned  cases.  They  are  skilled  in  legal  research 
and  analysis  as  well  as  automation. 

The  assistant  administrator/risk  manager  continues  to  serve  in  a 
dual  capacity.  This  position  serves  as  the  risk  manager  of  the 
state  as  well  as  manages  the  fiscal,  claims  and  support  functions 
of  the  division.  The  incumbent  directly  supervises  the 
accountant/claims  supervisor  and  the  support  staff.  This 
managerial  position  is  also  responsible  for  division  budgeting  and 
insurance  administration. 

The  accountant/claims  supervisor  has  a  very  demanding  and  important 
position.  The  incumbent  assures  that  our  accounting  system  is 
operational,  that  we  accurately  account  for  all  revenues  and 
expenditures  of  the  division.  The  incumbent  assures  that  our  cost 
allocation  system  and  fund  balance  is  properly  accounted  for.  This 
person  also  supervises  the  claims  function  of  the  division.  The 
division  receives  nearly  500  claims  each  year.  The  incumbent 
processes  as  many  claims  as  possible  in-house.  He  also  works  with 
adjusters  on  claims  not  handled  within  the  division. 


The  administrative  secretary  directly  supervises  the  support  staff 
for  the  office.  This  key  position  and  her  excellent  staff  keep  the 
office  functioning  smoothly.  The  administrative  assistants  process 
the  numerous  claims  and  legal  actions,  keep  statistical  logs,  serve 
as  legal  secretaries,  and  perform  accounting  technician  work.  The 
division  not  only  processes  the  500  claims  just  mentioned,  but  also 
defends  over  100  lawsuits  a  year.  Our  support  staff  performs  a 
vital  function  for  the  division. 

The  new  organizational  structure  has  proven  to  be  very  effective. 
We  are  greatly  appreciative  of  our  entire  staff  and  their  enormous 
efforts  and  dedication. 

COMMERCIAL  INSURANCE 

As  mentioned,  the  Tort  Claims  Division  has  been  given  the 
responsibility  to  carry  out  the  mandate  to  administer  a 
comprehensive  state  insurance  plan.  As  feasible,  the  division 
either  purchases  commercial  insurance  or  self-insures  to  meet  the 
needs  of  state  government. 

The  cost  of  commercial  insurance  fluctuates  with  market  trends. 
During  hard  markets  the  cost  of  such  insurance  rises.  During  soft 
markets  commercial  rates  decrease.  The  division  competitively  bids 
for  commercial  insurance  to  obtain  the  most  desirable  coverage  at 
the  lowest  possible  rate.  Most  policies  are  bid  on  a  three  year 
basis  with  an  annual  option  to  renew.  Some  commercial  policies 
include  deductibles  and  others  do  not.   See  Appendix  i. 

Efforts  have  been  made  to  assure  that  effective  dates  of  commercial 
policies  coincide  with  the  state  fiscal  year.  This  has  now  been 
accomplished. 

The  major  categories  of  present  commercial  policies  are: 


Property  -  Building  and  Contents 

Boiler 

Fine  Arts 

Aircraft/Airport  Insurance 

Fidelity  Bond 

Helicopter  Insurance 

Miscellaneous  Coverages. 


The  division  has  been  fortunate  to  experience  cost  savings  from 
fiscal  year  1989  (FY89)  to  FY91  in  most  lines  of  coverage.  Table 
1  illustrates  a  cost  comparison  from  FY89  to  FY91  of  our  commercial 
coverages. 


SCHEDULE  OF  COMMERCIAL  INSURANCE  POLICIES 
Comparison  of  F.Y.  89  to  F.Y.  90 


Fiscal  Year 

89 

90 

91 

89 

-  90  = 

90  -  91  = 

89  -  91  = 

COST 

SAVINGS 

COST  SAVINGS/ 

COST  SAVINGS/ 

(ADDED  COSTS 

(ADDED  COSTS) 

(ADDED  COSTS) 

BUILDING  &  CONTENTS 

$507,066 

$506,659 

$420,000 

$407 

$86,659 

$87,066 

BOILER  INSURANCE 

26,556 

20.080 

20,240 

6,476 

(160) 

6,316 

FINE  ARTS 

21,904 

18,188 

15,650  (A) 

3,716 

2,538 

6,254 

AIRCRAFT/AIRPORT  INS. 

47,095 

35,185 

33,075 

11,910 

2,110 

14,020 

FAITHFUL  PER.  BOND 

26,773 

20,113 

26,507 

6,660 

(6,394) 

266 

HELICOPTER  INSURANCE 

57,911 

82,822 

30,200 

(24,911) 

52,622 

27,711 

MISCELLANEOUS  COVERAGE 

74,875 

61,068 

53,639 

13,807 

7,429 

21,236 

TOTAL 

$762,180 

$744,115 

$599,311 

$18,065 

$144,804 

$162,869 

(A)  The  $15,650  Premium  based  on  10  month  actual  premium  prorated  over  a  12 
month  actual  cost  of  $  10,500  plus  an  adjustment  factor  of  $  2,000  for 
charges  at  end  of  policy  period  for  usual  excessive  art  work  exhibited. 


COVERAGES  AND  COSTS 


Property 

Our  commercial  property  insurance  for  builcJings  an(3  contents  was 
bicJ  in  June  of  1990.  FM/Allendale  had  the  successful  bid  at  a  cost 
of  $420,000.  The  savings  was  $86,659  from  the  previous  year.  The 
coverage  is  better  than  previous  years  in  that  it  is  an  all  risk 
policy  with  greater  protection  for  all  state  agencies.  The 
coverage  also  provides  expanded  protection  for  our  universities 
and  flood  and  earthquake  protection.  Thus,  we  have  a  better  policy 
that  costs  substantially  less. 

The  deductible  (retention)  remains  the  same  as  our  previous  carrier 
at  $150,000  per  occurrence.  State  agencies  are  required  to  pay 
$1,000  of  this  per  occurrence  retention. 


Boiler 

In  June  of  1989  we  bid  our  boiler  insurance.  Our  carrier  is 
Continental  Insurance.  Their  bid  of  $20,080  is  a  savings  of  $6,476 
annually  from  our  previous  carrier.  This  insurance  protects  state 
owned  boilers  up  to  $5,000,000.  There  is  a  $500  per  occurrence 
deductible  applied  to  losses.  This  deductible  is  assumed  by  state 
agencies. 

Fine  Arts 

In  August  of  1989  we  bid  our  fine  arts  policy  for  the  Montana 
Historical  Society.  The  best  bid  came  from  the  Great  American 
Insurance  Company  at  a  cost  of  $18,188.  This  is  a  reduction  of 
$3,716  from  the  1989  cost  of  $21,904.  In  FY91  we  estimate  an 
actual  cost  of  $15,650.  This  figure  was  annualized  from  the 
present  actual  expenditure  of  $10,500.  This  policy  is  unique  in 
that  it  utilizes  a  deposit  of  premium  which  is  adjusted  at  the  end 
of  the  year  depending  upon  the  amount  of  art  on  display. 

Aircraft\Airport 

In  June  1989  we  bid  our  aircraft/airport  insurance  and  accepted 
the  proposal  from  Pearcy  Aviation.  This  coverage  resulted  in 
annual  cost  savings  of  $14,020  from  1989  to  1991.  This  insurance 
has  a  deductible  ranging  from  $100  to  $300  for  not  in  motion  and 
$500  to  $3,000  for  in  motion  coverage.  This  deductible  depends  on 
the  size  of  the  aircraft  and  is  assumed  by  state  agencies. 

Helicopter 

Bids  were  received  for  helicopter  coverage  in  June  of  1990.  We 
accepted  coverage  through  Pearcy  Aviation  and  our  present  cost  is 
$30,200  for  this  insurance.  In  FY90  our  helicopter  insurance  cost 
was  $82,822.  This  is  a  savings  of  $52,622.  The  deductible  is 
assumed  by  state  agencies  and  ranges  from  $500  for  not  in  motion 
to  $10,000  for  in  motion  losses. 

Fidelity  Bond 

The  fidelity  bond  is  a  blanket  honesty  bond  which  protects  the 
state  from  employee  dishonesty.  All  employees  except  Board  of 
Investments  and  Treasury  workers  are  covered  up  to  $1,000,000.  The 
Board  of  Investments  and  Treasury  employees  are  bonded  up  to 
$2,000,000.  This  coverage  has  been  difficult  to  obtain.  Kemper 
is  the  carrier  and  the  annual  premium  is  $26,507.  The  cost  in  1989 
for  this  insurance  was  $26,773. 

Miscellaneous  Coverages 

We  group  all  other  insurance  into  a  miscellaneous  category.  Cost 
saving  comparisons  are  not  valid  in  this  category  because  agencies 


may  request  different  coverages  at  any  given  time.  These  are 
specialty  policies  which  agencies  request  for  specific  or  unique 
coverages. 

The  cost  for  this  coverage  fluctuates  depending  upon  the  agency's 
needs.  Examples  of  this  type  of  insurance  include  crime  policies, 
truck  and  cargo,  aerial  camera  equipment,  highway  paving  test 
equipment,  mobile  data  processing  equipment,  motorcycle  training, 
business  interruption  and  special  equipment  for  the  Toston  Dam. 

LOSS  RATIOS  -  COMMERCIAL  INSURANCE 

We  track  all  losses  in  the  division  on  our  data  base.  Thus  far 
our  FY91  losses  for  commercial  insurance  have  been  $96,266.  This 
is  primarily  because  of  the  Montana  Technical  College  fire  loss 
which  is  being  resolved.  This  loss  will  exceed  the  $150,000 
deductible.  We  will  pay  $149,000  of  this  deductible  from  the  self 
insurance  fund.   The  agency  will  pay  the  remaining  $1,000. 

We  have  processed  a  payment  from  Continental  Insurance  in  the 
amount  of  $141,007.03.  This  represents  the  portion  Continental  has 
agreed  to  pay  thus  far  in  excess  of  our  deductible.  The  best 
estimate  of  the  total  loss  is  $291,007.03.  As  necessary,  a  final 
payment  will  be  made  by  Continental  when  all  repair  work  is 
complete. 

There  have  been  no  losses  in  any  other  category  of  commercial 
insurance  this  year.  Table  2  shows  our  loss  ratio  for  the  first 
half  of  FY91. 


SCHEDULE  OF  COMMERCIAL  INSURANCE  POLICIES 
PREMIUMS  AND  LOSSES 
Semi -Annual  Report  Ending  December  31,  1990 


Respons . 

■ Premiums-- 

Center 

Pol  icy  Description 

FY  91 

Year 

-toDate 

2A12 

Bui Iding  &  Contents      t 

420,000 

$ 

593,265 

24U 

Boiler  Insurance 

20,240 

22,000 

2416 

Fine  Arts 

10,!)00 

10,500 

2A17 

Aircraft/Airport  Ins. 

33,075 

33,075 

2418 

Faithful  Performance  Bond 

26,507 

26,507 

2419 

Helicopter  Insurance 

30,200 

30,200 

2421 

Miscellaneous  Coverage 

53,639 

53,639 

Claims   Paid  — 

*Self-lns.    Fund  Coiiiiiercial    Ins. 


96,266  t 


Year- to-Date 
Loss  Rat \o 

16.2% 
O.OX 
O.OX 
0.0% 
0.0^ 
0.0% 
0.0% 


1    594,161  $    769,106   $ 


0  $     90,266 


8 

Amounts  are  deductibles  paid  through  the  Sel f- Insurance  fund. 


By  way  of  comparison,  in  all  of  FY90  we  experienced  losses  of 
$367,228  in  property,  $6,000  in  fine  arts  and  $2,296  in 
miscellaneous  coverages. 

LOSS  CONTROL 

We  have  been  pleased  with  our  new  property  insurance  carrier  and 
their  efforts  to  control  losses.  We  met  with  FM/Allendale 
officials  and  asked  for  any  loss  control  assistance  they  could 
provide.  In  response  they  sent  qualified  personnel  to  inspect  most 
of  our  major  properties  statewide.  They  have  written  reports 
identifying  major  problem  areas  and  corresponded  with  state 
agencies  for  their  response.  We  have  written  follow  up  letters  to 
agencies  asking  them  to  inform  us  of  actions  taken  to  correct 
deficiencies.  The  agencies  have  responded  very  well  to  identified 
problem  areas.  There  have  been  no  additional  costs  for  these 
services. 

FM/Allendale  also  has  offered  to  participate  with  us  to  provide 
instruction  seminars  for  state  agencies.  We  plan  to  inform 
agencies  of  what  coverage  we  have  and  how  they  can  control  losses. 
We  hope  to  accomplish  this  objective  by  fiscal  year  end. 

Continental  Insurance  Company  has  inspected  all  insured  state 
boilers.  They  have  also  written  reports  and  corresponded  with  the 
agencies  on  any  deficiencies.  We  also  follow  up  with  letters  to 
assure  that  we  comply  with  all  recommendations. 

We  are  working  with  the  Department  of  Highways  on  a  loss  control 
program.  The  Safety  and  Training  Bureau  is  working  to  control 
losses  and  reduce  costs.  We  will  continue  to  work  with  Highways 
to  help  implement  a  viable  program. 

We  are  in  the  process  of  designing  our  state  risk  management 
program.  We  plan  to  instigate  a  safety  and  loss  prevention 
committee  which  will  hopefully  enable  us  to  implement  greater  risk 
control . 

FUND  ACTIVITY  AND  BALANCE 

Activity 

Maintaining  a  positive  fund  balance  in  our  self  insurance  account 
is  a  primary  objective  of  the  Tort  Claims  Division.  We  are 
aggressively  defending  lawsuits.  We  are  actively  resolving  claims 
to  prevent  them  from  developing  into  legal  actions.  We  are  also 
striving  to  keep  the  cost  of  the  coverage  we  provide  to  state 
agencies  at  a  reasonable  level. 

Table  3  shows  the  financial  activity  in  our  fund  from  FY86  to  FY90. 


SELF- INSURANCE  FUND 

SCHEDULE  OF  FINANCIAL  ACTIVITY 

Fiscal  Years  1986  through  1990 

Cash  Flow  Basis 


86 


87 


BEGINNING  FUND  BALANCE  $8,218,036  $10,191,419  $6,977,504  $6,973,437  $6,160,851 

PLUS  REVENUES: 

Premiums  $3,110,444  $2,428,597  $3,414,004  $3,896,474  $3,710,853 

Investment  Earnings      715,472  632,668  627,085  578,549  516,399 


Total  Revenues 


3,825,916    3,061,265    4,041,089    4,475,023    4,227,252 


LESS  EXPENDITURES: 

Claims/Benefits  and 

Other  Services    $1,404,794   $5,426,107   $3,100,156   $3,396,219   $2,176,332 
Operating  Transfers 

Out  447,739     849,073      945,000    1.891,390    1,960,396 

Total  Expenditures     1,852,533    6,275,180    4,045,156    5,287,609    4,136,728 


ENDING  FUND  BALANCE 


$10,191,419       $6,977,504       $6,973,437       $6,160,851        $6,251,375 


EFFECT  ON  FUND  BALANCE 

INCREASE  (DECREASE)    $1,973,383  ($3,213,915)     ($4,067)    ($812,586)     $90,524 


This  table  shows  the  beginning  anci  ending  fund  balance  for  each  of 
these  fiscal  years.  The  primary  sources  of  revenue  are  the 
premiums  charged  to  state  agencies  for  coverage  and  interest 
earnings  on  the  fund.  The  expenditures  are  for  claims  paid, 
operational  costs,  and  the  procurement  of  commercial  insurance. 

Transfers  out  reflect  accounting  for  the  authority  to  move  funds 
from  the  self  insurance  account  to  the  operational  account.  Such 
transfers  were  necessary  to  procure  insurance  and  to  authorize 
amended  funding.  In  FY91  we  simplified  our  accounting  procedure 
and  such  transfers  are  no  longer  necessary. 
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The  ending  fund  balance  in  FY86  was  $10.2  million.  This  balance 
declined  to  $6.9  million  by  the  end  of  FY87.  This  significant 
reduction  is  primarily  attributable  to  a  $2.4  million  payout  in  the 
Erickson  v.  Department  of  Fish,  Wildlife  and  Parks  lawsuit.  Other 
significant  losses  were  Pfost  v.  Highways  and  Justice  ($860,000), 
Hcinrich  v.  Eastern  Montana  College  ($647,000),  and  Echart  v. 
Northern  Montana  College  ($310,000). 

Remarkably  there  is  little  change  in  the  ending  fund  balance  from 
FY87  to  FY88.  However,  there  is  a  notable  drop  in  the  fund  balance 
in  FY89.  This  is  attributable  to  several  major  losses.  The  most 
notable  is  Volk  Construction  v.  Administration  for  $700,000. 
Other  major  losses  included  Haymaker  v.  SRS  ($310,000),  and  Hanson 
V.  Institutions  ($230,000). 

In  FY90  our  fund  balance  improved  slightly.  It  is  premature  to 
predict  what  our  fund  balance  will  be  by  the  end  of  FY91.  At  mid 
year  FY91  our  fund  balance  is  $7.9  million.  However,  it  is  not 
valid  to  assume  that  the  midyear  fund  balance  will  remain  stable 
until  the  end  of  the  fiscal  year.  This  is  true  because  at  mid  year 
we  have  collected  most  of  our  premiums  from  state  agencies.  From 
mid  year  to  the  end  of  the  fiscal  year  the  fund  declines  rapidly 
as  claims  are  being  paid  out  yet  no  additional  funds  are  coming  in. 

By  fiscal  year  end  we  anticipate  that  our  fund  balance  will  fall 
in  the  range  of  $5.5  to  $6.2  million.  The  end  result  depends 
primarily  on  our  success  in  resolving  lawsuits  and  claims  the 
remainder  of  the  year. 

Billing 

The  self  insurance  fund  balance  is  impacted  by  interest  earnings. 
Our  fund  is  invested  by  the  Board  of  Investments  to  maximize 
interest  income.  Statutorily  these  earnings  are  retained  in  the 
fund.  There  are  two  major  factors  which  help  us  maximize  these 
earnings.  Obviously,  the  primary  factor  is  to  minimize  losses  and 
the  cost  of  legal  defense.  The  second  major  factor  is  to  promptly 
bill  state  agencies  and  collect  premiums  as  early  as  possible  in 
each  fiscal  year. 

Division  staff  have  worked  hard  to  promptly  bill  and  collect 
insurance  premiums  that  state  agencies  are  budgeted  for.  If  an 
agency  requests  new  insurance  coverage  for  unique  policies 
throughout  the  year  they  are  billed  immediately. 

By  the  end  of  August  1990,  state  agencies  were  billed  for  all 
coverages  except  vehicles.  We  started  collecting  from  agencies 
almost  immediately.  This  has  greatly  enhanced  our  objective  of 
maximizing  investment  earnings. 
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In  the  past  we  have  had  problems  with  billinq  and  accounting  for 
our  vehicle  insurance.  As  a  solution  we  wrote  and  distributed  a 
management  memorandum  for  all  state  agencies  to  follow.  This 
memorandum  requires  an  annual  updated  listing  of  all  vehicles  from 
the  agencies.  By  the  end  of  December  1990  our  staff  was  able  to 
obtain  listings  from  agencies  and  complete  the  billing. 

We  are  now  in  a  position  to  collect  all  premiums  from  state 
agencies  at  the  very  beginning  of  each  fiscal  year.  Our  staff  is 
prepared  for  FY92  billing  which  will  be  completed  before  September 
1,  1991.  This  will  ensure  continued  success  in  maximizing  interest 
earnings. 

Our  staff  has  worked  with  the  Management  Services  Bureau  of  the 
Accounting  Division  to  clear  out  all  receivables  owed  to  the 
division.  This  extensive  project  resulted  in  an  analysis  of  all 
past  bills  not  paid  to  the  division.  We  contacted  all  delinquent 
state  agencies,  billed  again  for  unpaid  premiums  and  collected  the 
funds.  We  found  bills  owed  as  far  back  as  1986.  We  are  pleased 
to  report  that  all  receivables  have  now  been  cleared  up.  We 
appreciate  the  assistance  from  the  Management  Services  Bureau. 

Actuary  Report 

Each  biennium  an  actuarial  analysis  is  completed  on  our  self 
insurance  fund.  We  have  contracted  with  Coopers  and  Lybrand  since 
1986  to  perform  this  analysis.  Their  objective  is  to  inform  the 
division  of  our  fiscal  capability  to  pay  potential  liability 
losses.  We  are  particularly  interested  in  mitigating  any  unfunded 
liability  identified.  We  are  making  concerted  efforts  to  reduce 
such  a  liability. 

The  1986  actuarial  report  concluded  that  the  Tort  Claims  Division 
had  an  unfunded  liability  of  $38  million.  By  1988  we  had  reduced 
the  unfunded  liability  to  $21.3  million.  Our  FY90  actuarial  report 
indicates  that  our  unfunded  liability  has  been  further  reduced  to 
$13  million. 

The  significant  reduction  in  the  unfunded  liability  from  1986  to 
1988  is  attributed  to  two  major  factors.  First,  upon  our 
recommendation  the  legislature  wisely  enacted  limits  of  liability 
in  the  Tort  Claims  Act.  As  established  in  2-9-108,  MCA,  these 
limits  are  $1.5  million  per  occurrence  and  $750,000  per  claimant. 
This  was  an  extremely  helpful  change  from  having  unlimited 
liability.  These  limits  were  established  through  FY91.  Presently, 
we  have  a  bill  before  the  legislature  requesting  reenactment  of 
these  liability  limits.  It  is  vital  to  the  solvency  of  the  self- 
insurance  fund  and  for  the  protection  of  the  state  that  these 
limits  are  reenacted. 
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The  second  major  factor  that  has  reduced  the  unfunded  liability  is 
our  aggressive  defense  of  tort  actions.  The  amount  of  damages 
requested  by  plaintiff  attorneys  is  enormous.  If  we  did  not  have 
an  aggressive  defense  posture  our  unfunded  liability  would  soar. 
This  is  true  even  with  the  enacted  liability  limits. 

With  100  lawsuits  pending  it  is  apparent  that  our  fund  balance 
could  disappear  with  just  4  settlements  to  the  maximum  limit.  This 
would  directly  increase  our  unfunded  liability.  Every  subsequent 
loss  would  exacerbate  the  situation.  In  short,  aggressive  defense 
has  worked  and  must  be  continued  as  our  philosophy. 

Chart  2  shows  the  unfunded  liability,  fund  balance,  and  legal 
defense  costs  for  1986,  1988  and  1990.  We  have  already  discussed 
the  fund  balance  and  the  unfunded  liability.  The  other  major 
factor  in  maintaining  the  solvency  of  the  fund  is  our  cost  for 
legal  defense. 


TORT  CLAIMS  DIVISION 

SELF-INSURANCE  FUND  DATA 

(CHART  2) 


Millions 


$50 


$40 


$30 


$20 


$10 


$0 


1990 


Unfunded  Liability       EM3  Fund  Balance       nU  Legal  Services  Exp.    I 


•Fund  Balance  decreased  from  10  2  mil. 
In  FY   86   to  6.9  mil  In  FY   88  mainly 
because  of  1  lawsuit(FWP)  for  2.4  mil. 
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The  Tort  Claims  Division  is  responsible  for  the  defense  of  lawsuits 
filed  against  the  state  involving  tort  liability.  Our  legal  staff 
defends  as  many  lawsuits  internally  as  is  humanly  possible. 
Obviously,  many  cases  have  to  be  defended  by  outside  legal  counsel. 
We  use  ALSB  at  the  Department  of  Justice  as  available.  We  still 
need  to  contract  with  private  law  firms  to  get  the  job  done.  These 
outside  legal  services  are  expensive.  However,  as  chart  2 
illustrates  these  costs  are  well  worth  it. 

In  1986  we  were  spending  $900,000  for  outside  legal  counsel.  By 
1988  this  cost  increased  to  $1.3  million.  In  fiscal  1990  these 
costs  were  $1.7  million.  However,  the  results  indicate  a 
tremendous  decline  in  the  unfunded  liability.  As  previously 
discussed  the  unfunded  liability  has  been  relatively  stable  since 
the  large  losses  in  FY87.  We  will  continue  to  aggressively  defend 
lawsuits.  We  make  every  effort  to  keep  outside  legal  costs  at  a 
minimuni. 

STATUS  OF  LAWSUITS 

Counsel  defending  the  state  include  lawyers  in  the  division.  Agency 
Legal  Services  and  outside  counsel.  Table  4  reflects  the 
distribution  of  cases  among  those  three  groups  of  attorneys  for 
1990. 

There  are  approximately  100  lawsuits  which  Tort  Claims  is  currently 
defending.  This  represents  a  continuing  pattern  of  decline  in  the 
number  of  active  suits.  This  decline  may  be  attributed  to  the 
policy  of  early  identification  and  resolution  of  claims  with  merit 
and  the  vigorous  defense  of  those  remaining. 

Since  July  1,  1990,  three  cases  defended  by  Tort  Claims  have  gone 
to  trial.  Of  the  $1,897,000  sought,  plaintiffs  only  recovered 
$192,894. 

Three  other  cases  went  to  trial  in  the  last  half  of  FY90.  These 
cases  were  Walden,  Witte\Wolf  and  Thomson,  against  the  Department 
of  Highways.   All  resulted  in  defense  verdicts. 

Table  5  shows  the  number  of  lawsuits  closed  from  July  1990  through 
December  1990.  Once  again,  the  amount  paid  ($494,817)  is  a  very 
small  percentage  (1.3%)  of  the  amount  sought  ($36,980,180). 

Two  important  cases  defended  by  Tort  Claims  are  set  for  trial  in 
the  next  six  months. 

Ihler,  et  al.  v.  State  of  Montana  is  a  class  action  suit  regarding 
Warm  Springs  State  Hospital  in  which  plaintiffs  (including  the 
ACLU)  are  demanding  more  than  $7,000,000  in  damages, 
deinstitutionalization,  change  of  patient  mix  at  the  forensic  unit 
and  a  change  in  the  seclusion  and  restraint  policy.  Trial  is  set 
for  May  6,  1991. 
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TORT  CLAIMS  DIVISION 
Sujmiary  of  Legal  Expenses 
January  -  December  1990 


#  CASES 

%  CASES 

LEGAL 

AVERAGE 

LAW  FIRM 

DEFENDED 

DEFENDED 

FEES 

FEE 

LOCATION 

ALSB 

59 

23.6°/= 

443,525 

7,517 

Helena 

Anderson 

1 

0.4X 

0 

0 

B  i 1 1 i  ngs 

Attorney  General 

1 

0.4% 

0 

0 

Helena 

Boone 

1 

0.4% 

21,971 

21,971 

Missoula 

Broun 

1 

0.4% 

19,255 

19,255 

Helena 

Browning 

9 

3.6% 

38,670 

4,297 

Helena 

Cederberg 

1 

0.4% 

4,771 

4,771 

Missoula 

Chronister 

17 

6.8% 

55,578 

3,269 

Helena 

Cure 

9 

3.6% 

223,890 

24,877 

Gt  Falls 

DNRC 

1 

0.4% 

0 

0 

Helena 

Emmons 

1 

0.4% 

0 

0 

Gt  Falls 

Fami ly  Services 

2 

0.8% 

0 

0 

Helena 

Garlington 

6 

2.4% 

32,965 

5,494 

Missoula 

Harlen 

1 

0.4% 

3,190 

3,190 

Helena 

Harrington 

3 

1.2% 

41,246 

13,749 

Butte 

Harrison 

2 

0.8% 

4,002 

2,001 

Helena 

Henningson 

1 

0.4% 

0 

0 

Butte 

Highways 

2 

0.8% 

0 

0 

Helena 

Hughes 

9 

3.6% 

50,706 

5,634 

Helena 

Institutions 

11 

4.4% 

3,386 

308 

Helena 

James 

2 

0.8% 

7,772 

3,886 

Gt  Falls 

Keller 

3 

1.2% 

65,467 

21,156 

Helena 

Kirwan/Universi ty  Sy       1 

0.4% 

135,310 

135,310 

Bozeman 

Lands 

1 

0.4% 

0 

0 

Helena 

Luxan 

4 

1.6% 

61,241 

15,310 

Helena 

Mi litary  Affairs 

1 

0.4% 

0 

0 

Helena 

Moore 

1 

0.4% 

19,707 

19,707 

Bozeman 

Morgan 

1 

0.4% 

17,069 

17,069 

Bozeman 

Moul ton 

30 

12.0% 

57,018 

1,901 

Bill ings 

MSU 

1 

0.4% 

0 

0 

Bozeman 

Murphy 

6 

2.4% 

84,902 

14,150 

Kalispell 

Parker 

5 

2.0% 

22,380 

4,476 

Bill ings 

Poore 

2 

0.8% 

574 

287 

Butte 

Revenue 

2 

0.8% 

0 

0 

Helena 

Smith 

3 

1.2X 

581 

194 

Helena 

Snaveiy  &  Phi  I ips 

1 

0.4% 

2,491 

2,491 

Missoula 

SRS 

1 

0.4% 

0 

0 

Helena 

State  Lands 

1 

0.4% 

0 

0 

Helena 

Tort  Claims 

28 

11.2% 

21,310 

761 

Helena 

Ugrin/Zadick 

1 

0.4% 

4,783 

4,783 

Gt  Falls 

Universi  ty  System 

6 

2.4% 

0 

0 

Helena 

West 

11 

4.4% 

7,508 

685 

Helena 

100.0%   1,449,268 


Zeros  indicate  no  legal  expenses  incurred  by  Tort  Claims  Division  year-to-date. 
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Plaintiffs  are  attempting  to  establish  a  constitutional  right  to 
community  care.  If  they  are  successful  the  state  may  have  to  fund 
and  administer  a  wide  level  of  community  services,  offer  wider 
forms  of  treatment  at  the  hospital,  release  patients  to  communities 
and  control  difficult  patients  at  different  locations. 

If  plaintiffs  prevail  in  this  suit  the  cost  in  damages  and  to  fund 
and  administer  such  a  program  are  immense.  There  are  several  legal 
motions  pending  before  the  court  which  may  resolve  certain  issues, 
but  several  issues  will  remain  to  be  tried. 

Maguire  v.  State,  involving  the  Montana  Developmental  Center  (MDC), 
is  set  for  trial  on  March  19,  1991.  An  MDC  client  was  raped  by  an 
employee  of  the  institution  and  bore  a  child.  The  client  and  her 
mother  have  sued  the  state  alleging  negligence. 

Gilham,  et  al.  v.  Highways,  continues  as  an  open  case.  Plaintiffs 
moved  for  a  new  trial  after  the  verdict.  Their  motion  was  granted. 
The  trial  took  place  in  tribal  court  as  the  automobile  accident 
happened  on  the  Blackfeet  Reservation.  The  grant  of  a  new  trial 
as  well  as  the  question  of  tribal  court  jurisdiction  is  currently 
on  appeal  in  the  tribal  appellate  court.  There  remains  pending  a 
state  court  case. 

The  case  involves  a  car  accident  in  which  the  driver,  with  a  blood 
alcohol  concentration  of  .20  drove  through  an  intersection 
maintained  by  the  state  and  rolled  his  car.  One  of  the  passengers 
was  killed  and  another  rendered  paraplegic.  Plaintiffs  alleged 
negligent  design  and  maintenance  of  the  intersection  by  the  state. 

Blaylock  v.  Division  of  Workers'  Compensation  was  recently  remanded 
to  district  court  after  the  Montana  Supreme  Court  held  that  the 
division  was  not  immune  from  suit  because  it  was  not  designated  a 
quasi-judicial  board  and  it  was  not  performing  quasi- judicial 
duties.  This  is  also  a  class  action  suit  arising  out  of  the  Great 
Western  Sugar  Company  Bankruptcy. 

Plaintiffs  claim  that  the  division  failed  to  monitor  Great  Western 
to  make  sure  the  self  insurance  fund  was  solvent.  The  state 
admitted  negligence  for  failing  to  investigate  Great  Western  for 
solvency.  The  case  will  now  be  decided  at  district  court  on  the 
question  of  whether  the  division's  actions  caused  any  loss  of 
benefits. 

In  Prada/Whiting  v.  Highways,  as  noted  in  our  previous  reports,  the 
jury  rendered  a  verdict  of  $1,533,000.  The  case  is  on  appeal  to 
the  Montana  Supreme  Court.  Marie  Whiting  drove  her  car  the  wrong 
way  onto  Interstate  90  in  Butte  and  collided  head-on  with  a  car 
carrying  the  Prada  family.  Six  people  suffered  injuries  and  the 
jury  apportioned  fault  58%  to  the  state  and  42%  to  Whiting. 
Whiting's  recovery  was  reduced  by  the  percentage  of  negligence 
attributed  to  her.  The  plaintiffs  claimed  the  state  was  negligent 


for  failing  to  properly  sign  the  exit  ramp. 

CLAIMS  STATUS 

Overview 

Annually  the  Tort  Claims  Division  receives  400  to  500  claims  which 
vary  significantly  by  claim  and  agency.  For  practical  intents  and 
purposes,  claims  arc  actions  not  filed  as  lawsuits  that  could 
eventually  become  lawsuits  or  be  resolved  prior  to  litigation.  As 
indicated  in  Appendix  ii,  claims  against  state  agencies  are 
summarized  by  type  of  claim  with  descriptions  of  the  alleged  action 
that  brought  about  the  claim. 

Chart  3  captures  in  overview  form,  a  sununary  of  those  claims 
against  the  state  that  were  resolved  during  the  first  6  months  of 
FY91.  It  is  important  to  note  that  of  the  $29,838,890  in  damages 
sought  during  the  first  half  of  FY91,  only  $255,390  was  paid  to 
claimants. 


TORT  CLAIMS  DIVISION 
LAWSUIT  AND  CLAIMS  PAYOUT  DATA 

(CHART  3) 

AM( 

^^     /     /                         /AMOUNT  DENIED 
/     /                         /               $29583500 

AMOUN  1    l^Ain  ()* 
$255390 

50% 

JULY 

1990  -  DECEMBER  1990 
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Chart  3  summarises  in  graph  form  the  percentage  and  dollar  amounts 
paid  to  claimants  expressed  as  a  percentage  of  the  total  value 
sought.  We  should  point  out  that  less  than  1%  of  the  damages 
sought  against  the  State  of  Montana  during  the  first  half  of  FY91 
were  paid  out  to  third  parties.  This  is  an  excellent  indication 
of  the  success  of  our  legal  defense  efforts  and  pro-active  tort 
defense  philosophy.  It  is  this  kind  of  success  that  discourages 
'would  be'  plaintiff's  from  suing  the  state. 

Table  6  shows  a  frequency  and  severity  distribution  of  losses  from 
July  1,  1990  to  December  31,  1990.  This  distribution  identifies 
the  number  and  types  of  losses  paid  within  specified  ranges,  the 
total  and  average  amounts  paid,  and  those  agencies  with  the  most 
losses.  This  summary  is  very  helpful  and  will  be  a  useful  tool  to 
identify  those  agencies  who  have  frequency  versus  severity  problems 
and  the  types  of  losses  that  occur. 

Claims  typically  high  in  frequency,  such  as  property  damage  caused 
by  state  snow  plows,  are  relatively  low  in  value.  On  the  other 
hand,  liability  claims  and  lawsuits  against  the  state  such  as 
wrongful  discharge  or  negligent  highway  design  are  cost  intensive 
and  require  the  expenditure  of  funds  to  defend  and  in  many  cases 
resolve  the  claim. 

Due  to  the  backlog  of  lawsuits  against  the  state  and  its  agencies, 
budget  constraints,  and  the  present  Administration's  privatization 
initiatives,  the  division  contracts  with  ALSB  of  the  Attorney 
General's  Office,  and  lawyers  in  private  practice. 

The  constraints  in  utilizing  this  information,  at  present,  to 
evaluate  cost  effectiveness  are  numerous  due  to  a  relatively  small 
number  of  cases  in  which  data  can  be  aggregated  and  summarized. 
Additionally,  some  law  firms  and  attorneys  the  state  contracts  with 
(to  handle  labor  intensive  and  expensive  cases  with  numerous  expert 
witnesses  and  significant  travel)  will  cost  much  more  than  other 
cases  being  defended  by  outside  counsel.  We  do  however,  feel  that 
this  summary  is  a  good  first  step  which  will  provide  us  with  useful 
information  for  making  cost  effective  decisions  in  managing  our 
contract  labor  expenses. 

Chart  4  is  a  general  'broad  brush'  summary  of  our  legal  and  claims 
experience  for  the  last  three  fiscal  years.  The  data  for  each 
fiscal  year  is  summarized  year  to  date  (July  through  December)  so 
that  meaningful  comparisons  can  be  made.  A  trend  analysis  of  this 
graph  indicates  that  for  the  past  three  fiscal  years,  total  claims 
have  remained  relatively  constant. 
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TORT  CLAIMS  DIVISION 
CLAIMS  DATA 

(CHART  4) 


NUMBER    OF    CLAIMS 


1989 


1990 

JULY   -    DECEMBER 


CLAIMS  RECEIVED    ^'^SS    CLAIMS  RESOLVED 
TOTAL  CLAIMS  riiilil    LAWSUITS 


1991 


AVG  TURNAROUND(DAYS) 


FISCAL  YEAR  TO  DATE 
•Projected  Total  Claims  1991 
••Lawsuits  as  of  FY  December 


Despite  an  increasing  number  of  claims  received  and  filed  against 
the  State  of  Montana,  our  average  time  to  resolve  each  claim  has 
decreased  from  85  days  in  FY89  to  32  days  in  FY91.  The  graph  also 
depicts  the  increase  in  the  number  of  claims  that  the  division  has 
been  able  to  resolve  this  fiscal  year. 

This  pro-active  approach  to  defense  preparation  and  timely 
settlement  of  claims  also  has  meant  that  less  claims  will 
eventually  turn  into  lawsuits.  The  number  of  lawsuits  pending 
against  the  state  as  of  December  in  each  fiscal  year  are  down 
significantly  in  FY91. 

Chart  5  provides  valuable  information  on  the  costs  that  the  Tort 
Claims  Division  incurs  in  defending  and  settling  claims  by  line  of 
insurance  for  general  liability,  property,  and  automobile.  General 
liability  accounts  for  the  lion's  share  of  claims  paid  in  terms  of 
dollar  value.  On  the  other  hand,  damages  paid  as  a  percentage  of 
damages  sought  are  the  smallest  percentage  category  for  general 
liability  insurance. 
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TORT  CLAIMS  DIVISION 

CLAIMS  RESOLVED(Chart  5) 

By  Line  of  Insurance 


Amount  Rec 
$99276 


Amount  Paid 
111464  0% 


V 


Amount  Paid 
$65556  40% 

Property 


Amount  Requested 
29532190  100% 


General  Liability 


Auto  Liability 


Amount  Hoquosted 


Amount  Paid 
$78369  27% 


July  -  December  1990 
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For  property  claims,  damages  paid  as  a  percentage  of  damages  sought 
are  higher  than  any  other  category.  The  most  plausible  explanation 
seems  to  be  that  property  damages  are  more  easily  and  accurately 
assessed  when  they  are  adjusted.  Therefore  the  discrepancy  between 
damages  sought  and  damages  paid  is  likely  to  be  less  significant. 

PERFORMANCE  AUDIT 

Over  the  course  of  the  past  year,  a  very  thorough  performance  audit 
was  conducted  by  the  State  Auditor's  Office  on  the  overall 
operational  efficiency  of  the  Tort  Claims  Division. 

A  number  of  recommendations  were  made  in  the  areas  of  insurance, 
risk  management,  and  legal  operations.  The  recommendations 
received  from  the  auditor  were  timely,  well  taken  and  very 
constructive.  We  believe  that  ultimately  these  recommendations 
have  provided  us  with  a  clear,  concise  'blueprint'  of  the  general 
direction  that  division  needs  to  take. 

We  view  the  reorganization  of  the  division  that  includes  the  hiring 
of  an  accountant/claims  supervisor,  and  a  division  administrator 
as  a  positive  step  which  allows  us  to  better  manage  a  very  heavy 
workload.  Of  the  14  recommendations  made  by  the  auditors,  most  are 
in  a  developmental  or  response  phase,  and  a  number  of  them  have 
already  been  implemented. 

For  example,  the  division  has  already  developed  a  management  plan 
and  mission  statement  complete  with  goals  and  objectives  for  the 
upcoming  fiscal  year.  We  have  identified  our  priorities  and  have 
a  work  plan  and  target  dates  for  meeting  these  objectives. 

Additionally,  in  the  area  of  legal  operations,  we  have  developed 
policies,  procedures,  and  forms  to  better  document  the  reasons  for 
attorney  selections  and  legal  case  settlements.  The  legal  staff 
has  written  several  policies  and  procedures  which  will  allow  us  to 
standardize  operations  and  are  the  basis  for  a  comprehensive  legal 
operations  and  litigation  management  plan.  The  division  has  met 
with  a  number  of  state  agencies  and  drafted  a  comprehensive  state 
and  insurance  risk  management  proposal.  The  end  result  will  be  a 
detailed  yet  simple  plan  which  will  incorporate  many  of  the 
auditors  findings  into  policies  and  procedures.  We  feel  that  this 
will  be  a  very  valuable  communication  tool. 

SUMMARY 

This  semi  annual  report  summarizes  the  activity  of  the  Tort  Claims 
Division,  of  the  Department  of  Administration,  for  the  first  half 
of  FY91.  It  provides  detailed  information  of  our  statutory 
responsibility  and  our  progress  in  meeting  division  objectives. 
During  this  period  the  division  was  reorganized  to  bring  greater 
emphasis  to  managerial  responsibilities.  This  report  shows 
remarkable  progress   in   reducing   our  unfunded   liability  and 
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increasing  our  efficiency  in  defending  lawsuits  and  processing 
claims . 

We  strongly  emphasize  risk  management  and  insurance  administration. 
Cost  savings  have  been  realized  through  our  procurement  of 
commercial  insurance.  Our  office  is  automated  and  we  have 
established  a  valuable  statistical  data  base.  We  are  meeting  with 
state  agencies  to  discuss  loss  data  and  the  means  whereby  risks  may 
be  better  controlled. 

We  are  moving  forth  with  a  strong  management  plan.  We  are  in  the 
process  of  writing  policies  and  procedures  for  agencies  to  utilize 
in  understanding  our  role  in  state  government  and  their 
relationship  to  it. 

We  are  appreciative  of  all  staff  members  who  have  participated  in 
the  development  and  writing  of  this  report.  We  hope  it  is  a  useful 
document . 
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APPENDIX  I 

COMMERCIAL  INSURANCE  DATA 
Date  of  Preparation:  01/23/91 


TYPE  OF  COVERAGE 
PROPERTY  -  BUILDING  AND  CONTENTS 

BOILER  INSURANCE 
FINE  ARTS 
AIRCRAFT  -  AIRPORT 

FIDELITY  BOND 
UNIQUE  COVERAGE: 
DNRC 


LOSS  COVERED 


MILITARY  AFFAIRS 

MISSOULA  VO-TECH 
MONTANA  STATE  PRISON 
MONTANA  TECH  -  BUTTE 

NORTHERN  MONTANA  COLLEGE 

OP  I 

SRS 

Total  Comtnercial  Policies 


All  State  owned  property 
including  University  System 

Boi lers 

Museum  displayed  artwork 


Airplanes  with  deductible    Not  in  motion   $100/500 
Airport  Liab./No  deductible  In  motion     $500/3000 


$150,000 

$506,659 

$420,000 

$500 

20,080 

20,240 

$1,000 

18,188 

10,500 

$100/500 

35,185 

33,075 

$1,000 


Employee  honesty 


Toston  Dam  -  Turbines  and    Turbines 
Business  interuption       Other  losses 

Marshall  Test  Trailers 
Paving  Test  Equipment 
Wi Id  Aerial  Camera 

Mobi le  property 

Contractor's  equipment 

Truck  Cargo 

Crime  and  Misc. 
Dri I  ling  Equipment 

Theft  loss 

Motorcycle  instruction 


Physical  damage  to  trucks    Coniprehens i ve    $5,000 
Col  I ision 


26,507 


$25,000 

20,738 

19,116 

$10,000 

$500 

14,850 

K,850 

$500 

1,128 

1,123 

$1,000 

2,925 

3,563 

$100 

386 

881 

$1,000 

1,297 

1,474 

$250 

3A8 

340 

None 

3,938 

117 

$1,000 

819 

$250 

2,222 

1,067 

$50 

1,698 

1,450 

$5,000 

8,365 

8,834 

i/10,000 

$658,120 

$563,961 
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